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Ground Rent Overview

« BPC has 30 residential buildings including 12 rentals and 18 condominiums — all with
ground rent resets.
* Note, Liberty Luxe and Liberty Green are technically condos but operate as rentals (and thus counted in the 12)

« All of the condominium buildings have ground rent resets as part of the existing leases
for each building.

« BPCA is open to discussing a modification of the existing resets, but any resulting
change must be fiscally responsible.

* Any changes are also subject to all required legal approvals, consents, and
notifications.

 BPCA has addressed several ground rent resets for 13 condominium buildings in the
past — all of which were agreed to by the condominium boards.
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BPCA Funding Framework Reminder*

Collected by BPCA  Utilized by BPCA Distributed

53000 PILOT to

$280M
NYC/NY S**
$250.0
$200.0
#1500 : General Fund
Operating
$100.0 Ground costs
Rent )
$52M + Capital costs
$50.0 . -
Oﬂ:lselrllli/lees - + Debt service Joint Purpose
g g Fund
Other Fees Ground Rent PILOT
mCondo ®Rental ®Commercial &Hotel
*BPCA FY2023 budget. Graphic for illustrative purposes only. **Pro rata based on % of revenues from PILOT (NYC) and
Does not include approximately $2M from other revenue sources. ground rent (joint purpose fund).
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BPCA Funding Framework Reminder*

Collected by BPCA  Utilized by BPCA Distributed

53000 PILOT to

NYC/NYS**

$280M

$250.0
$200.0
#1500 $0 General Fund
$100.0 Ground $345M
Rent
5500 $52M
: Other Fees .
$11M - Joint Purpose
s TR Fund
Other Fees Ground Rent PILOT
mCondo ®Rental ®Commercial &Hotel
*BPCA FY2023 budget. _GraPhic for illustrative purposes only. **Pro rata based on % of revenues from PILOT (NYC) and
Does not include approximately $2M from other revenue sources. ground rent (joint purpose fund).
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Ground Rent Explainer

« Homeowners pay for the land they live on
either through purchasing it outright (and
factoring it into the price) or renting it. In BPC, it
IS the latter.

« BPCA owns the land underlying all of Battery
Park City. Land is leased to building owners for
development and ongoing management of all
buildings. Ground rent compensates BPCA for
the value of the underlying land.

Buildings |
Owned by
developers and
condo boards.

5\

* As a public authority, BPCA has a fiduciary duty
to receive an appropriate value for its property,
a public asset, while maintaining the
neighborhood for residents, visitors, workers,
and students.

Land | Owned by BPCA,
leased by building owners.
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Ground Rent Analysis

Monthly Common Charge.
Est. BPC Unit Avg.

* The average BPCA condo owner paid CFM, $60

$480 in ground rent in 2021 out of ~ Ground Rent
$3,270 in monthly common charges, the $480

bulk of which is PILOT (real estate taxes
set by the City of New York) and building
operations and maintenance. Bldg. Ops & Maint.

$1,160

NEWYORK | Battery Park
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2021 Ground Rent Varies

$12 10.45/5F Annual Rent/SF by Building, 2021
810
=
= S8
(%2
&
$6
$4
$2.00/SF
; AN
S0
> X < X X ') - < < Q X << N < )
(}\\\'0 Q;ié & &Q'% o\é % «04@ &QQO T \2\0\\? &@(’ Q}&Q (Jo‘\} Q\* ,\o$® &)é e"\&
£
LS @ OSSO EY TSGR
. N 2 S S Q R < < & ) ) ") e
LS ¥ ¥ XS RN &Y &
\)b Q\\\’ @

® Ground Rent (2011 Buildings) B Ground Rent (Non-2011 Buildings)

NEW YORK
STATE OF
8 OPPORTUNITY.

Battery Park
City Authority




B
Ground Rents Align More Closely By 2038 for 2011
Buildings

Ground Rent per SF Until Next Reset

$14.00
$12.00
$10.00
$8.00
$6.00
$4.00
$2.00
$0.00
2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2028 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041
Liberty View Regatta Hudson View West Liberty House
Liberty Terrace Cove Club Rector Park = Hudson View East
= Hudsaon Tower Battery Pointe Soundings Liberty Court
River & Warren (New Agreement) e 2011/12Average Ritz Carlton Rector Square
== == Millenium Riverhouse = == \/isionaire
“2011 Buildings” refer to the 12 buildings who negotiated a new rent schedule for two reset periods in 2011/12. g!rnyvorORK Battery Park
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Distinction: Near Term Increases

e 6 of the 2011/12 buildings have interim step-ups (NOT FMV resets) as noted below
e Three of the condo buildings have steps ups greater than 50%
e These step ups take place in 2026 and 2027 and were agreed upon by the Coalition in 2011/12

e The step ups help in bringing buildings with very low ground rent into alignment with the others
(refer to slide 9) and so the Authority will not reopen the 2011/12 agreement

Building Year of Step Up Initial Ground Rent New Ground Rent

Liberty Court 2027 64.1%
Liberty Terrace 2026 4.25 6.63 56.0%
Liberty House 2026 4.27 6.61 54.8%
Soundings 2027 5.37 6.83 27.2%
Hudson Tower 2027 5.21 6.31 21.1%
1 Rector Park 2026 4.94 5.98 21.1%
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Valuing Ground Rent

BPCA seeks to establish an objective market value for ground rent. This involves
understanding how current leases relate to potential market-rate terms for a condo building
ground lease if it were executed today.

e The existing 6% FMV resets are significant and uncertain.

e For this reason, recent market ground leases for rental buildings avoid land-based resets and
instead adjust rents for building performance (NOI, EGI, etc.).

e Valuing ground leases for condo buildings poses a challenge because
1) there are limited comparable ground leases and
2) condo owners, unlike rental owners, typically do not capture market value until unit sale.
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Valuing Ground Rent

e BPCA s studying the potential range of ground rents that could result from applying a “rental
equivalent” approach to the condo ground leases.

o Consistent with market practices, a percentage of the estimated net operating income, is taken
— approximately 30%, or a percentage of the projected gross income — approximately 20%.

o For initial estimates, income was derived from nearly 2,000 rental listings from all BPC condo
buildings and estimated typical expenses from BPC rental buildings.
e This approach is supported for a few reasons:
o It aligns with “rental-equivalent” valuation methods used by condo building appraisers (and
DOF),
o It accounts for the actual market value earned by the existing buildings through rentals, and

o A significant share of condo units in BPC are already rented on the open market.
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BPCA Approach to Condo Ground Rent Resets

Basic Principles:

« BPCA's goals for all condo buildings are to:

- Provide economic stability to homeowners through a predictable ground rent schedule (versus the
unpredictable FMV-driven ground rent reset terms).

- Ensure BPCA participation in the enhanced value of the underlying land through the ground lease.
Reduce the disparities in ground rent per square foot across buildings over time.

Two-Stage Strategy:

1. Align the 5 remaining non-2011 buildings more closely with the 2011 buildings in terms of
rent. This was achieved in 2022 with River & Warren.

2. Respect the 2011-2012 agreements and establish a consistent framework in the future for all

buildings.
Qw YORK
STATE OF
OPPORTUNITY.
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Rental-Equivalent Condo Valuation Analysis

Existing Lease Ground Rent as % Est. NOI, Year Prior to Reset
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Average 2022 Monthly Unit Ground Rent
Scenario Estimates

$2,500
$2,177
$2,000
$1,500
$1,034
$1,000
$500 $475
$0 -
Current 6% FMV Market
*Based on a range of comparable land sales (inflation escalated)
**Based on preliminary market estimate
NEWYORK | Battery Park
OPPORTUNITY. City Authority
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Liberty Court - 2021

$2,500
$2,160
$2,000
$1,500
$1,000
$800
$500
$300
$0 -
Current 6% FMV Market
*Based on a range of comparable land sales (inflation escalated)
**Based on preliminary market estimate NEW YORK
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Liberty Court - 2038

$4,000

$3,560
$3,500

$3,000

$2,500

$2,000

$1,500
$1,220

$1,000 $800

$500

$0

Current 6% FMV Market

*Based on a range of comparable land sales (inflation escalated)
**Based on preliminary market estimate
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Ground Rent Comparison

« Comparing current rent, market estimates, and the contractual reset value highlights
several findings:

1. The 6% FMV resets in the existing leases would trigger significant increases in ground rent and
common charges.

2. Ground rents for the 2011 buildings will approach market-based levels after the upcoming step-
ups.

3. Ground rents for non-2011 buildings remain well below market-based levels until their next reset
dates and so their rent must then be increased.

4. BPCA's proposed framework aligns is a fiscally responsible alternative to the rent reset formulas

NEWYORK | Battery Park
1 OPPORTUNITY. C|ty Authority




Rent Reset Proposals

 Condo Coalition

1. Replace the remaining 6% FMV resets in
the existing leases

2. Eliminate all interim step-ups in 2011
agreement

3. For 15 of the condo buildings, limit annual
increases to 0.5% to 1%, depending on the
building starting in 2022

4. For 3 of the condo buildings, increase
ground rent by about 100% with 1% annual
increases thereafter

* BPCA

Replace the remaining 6% FMV resets in the
existing leases

Maintain 2011 agreement

For the 5 buildings not part of the 2011
agreement, align with average rent PSF of the
other buildings — as done with River & Warren

For all buildings, replace next rent reset after
2035) with rental-equivalent value, 3% annual
iIncreases, and CPI adjustment every 10 years

Introduce an affordability component to limit

increases for existing tenants with a

demonstrated need (e.g., <130 AMI)
NEWYORK | Battery Park
grrornme | City Authority




Ground Rent Revenue Projections, All 18 Condo Buildings

Coalition’s 2021 Proposal Projections Compared to the Other Potential Outcomes
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)
2 $200M
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& 4 $150m
2
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e $100M
o
=
3 $50M
0
- $0M
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=
=
=1

NPV calculated using 6% discount rate

Note: FMV Reset projections assume a land value of S350/ SF. NEW YORK
OPPORTUNITY.

2023-2069 Projeced Total Revenwe MNPV of Revenuve
Correnf Leowes wi FMY Reest L0050 £1 658
$314.8M
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Ground Rent Revenue Projections, Liberty Court

$4OM 2023-2069 Projected Total Revenue NPV of Revenue
wn Current Leases w,/ FMV Reset $846.8M $145.3M
2 $35M $33.9M
5 Current Lease then increase on Rental Equivalent $499.9M $96.6M
‘E $30M 2021 Codlition Proposal $121.7M $34.5M
1=
) $25M
o $21.7M
5 $20M
o $2.0M
O $15M All outcomes
_g start at the same
= $10M ground rent in
<[
$5M 2021 $3.2M
—
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—Current Leases w/ FMV Reset ===2021 Coalition Proposal —Rental Equivalent Approach

Note: FMV Reset projections assume a land value of 5350/ SF.
NPV calculated using 6% discount rate
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Potential Scenarios for Smoothing of Step-Up

6%

Liberty Court - Lease Schedules Discount Rate
NPV 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
Current Lease $44,119,327 $2,187,000 $2,253,000 $2,320,000 $2,390,000 $3,919,000 $4,037,000 $4,158,000 $4,283,000 $4,411,000 $4,544,000
3.0% 3.0% 3.0% 3.0% 64.0% 3.0% 3.0% 3.0% 3.0% 3.0%
Alternative 1: 30% Reset, Maintain NPV of ground rent over term ELERRERY ¥4 $2,187,000 $2,253,000 $2,320,000 $2,390,000 $3,107,000 $3,311,671 $3,529,825 $3,762,350 $4,010,192  $4,274,360
3.0% 3.0% 3.0% 3.0% 30.0% 6.6% 6.6% 6.6% 6.6% 6.6%
Alternative 2: Maintain NPV, equal increases remainder of lease $44,119,327 $2,187,000 $2,253,000 $2,320,000 $2,390,000 $2,608,930 $2,847,915 $3,108,791 $3,393,564  $3,704,423  $4,043,758
3.0% 3.0% 3.0% 3.0% 9.2% 9.2% 9.2% 9.2% 9.2% 9.2%
Liberty Court - Lease Schedules Discount Rate
NPV 2033 2034 2035 2036 2037 2038 2039 2040 2041
Current Lease $44,119,327 $4,680,000 $4,820,000 $4,965,000 $5,114,000 $5,267,000 $5,425,000 $5,588,000 $5,756,000 $5,928,000
3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0%
Alternative 1: 30% Reset, Maintain NPV of ground rent over term ELERREXKYY4 $4,555,931 $4,856,049 $5,175,938 $5,516,899  $5,880,321 $6,267,683 $6,680,562 $7,120,639  $7,589,706
6.6% 6.6% 6.6% 6.6% 6.6% 6.6% 6.6% 6.6% 6.6%
Alternative 2: Maintain NPV, equal increases remainder of lease $44,119,327 $4,414176  $4,818,526  $5,259915  $5741,737  $6,267,695  $6,841,831 $7,468,560' $8,1 52’700!’ $8,899,508
9.2% 9.2% 9.2% 9.2% 9.2% 9.2% 9.2% 9.2% 9.2%
Note — These are preliminary estimates only
NEWYORK | Battery Park
OPPORTUNITY.

City Authority



Ground Rent Relief

* The Authority is exploring options through

which eligible owners would be granted
ground rent relief. Examples might
Include:
 Discount/abatement on ground rent based
on verified ability to pay
» Deferral of a portion of ground rent to be
collected at the time of sale

* Use of transaction fees to enable lower
increases on ground rent.

« Develop operational framework with NY
State’s Department of Homes and
Community Renewal (state affordable
housing agency)

* Income testing requirements and process
» Determine qualifying AMI level

Draft

082002
Ll

Does my income qualify
me for affordable housing

NYC creates affordable
housing opportunities
for households at a

" y | 11 0-30% of A (Extramely Low-Income)|
Eligible Income Levels by Household Size | & 21-s0% ofam very Lowincome) |
B 51- 80% of AMI (Low-Income) t

| 81- 120 % of AMI (Moderate Income) |

wide range of sizes and lperson  0- §28021-  $46,701- $74,721 - $112,081-
income levels. A $28,020 $46700  $74,720 $112,080 $154,110 121- 165% of AMI (Middle Income) :
This chart helps

: 2 2 people $2,041-  $53,401- 485,441 - $138,841-
explain the income Pe(\&P s;z,uo $53400  $85,440 $138,340 51151220
categories that we use, !
which vary b.y 3people  o.436,030 gqm. $60,051 - $90,081- $144,121 -
household size, so you SR ’ $60,050 $90,080 $144,120 $198,165
can see where you and -
your family fit in: 4 people go,nn 0,021 - $66,701- $106,721- $160,081 -

R ik $66,700 §106,720 $160,080 $§220,110

Affordable housing is based on a
household’s percentage of the 5 people m_ $72,051- $115,281- $172,921 -
area median income (AMI), which 2 0-$43,230 &7 0 115,281
is set by the federal government. ;;3)3 Rl s 0 S AL
Housing is considered affordable if
it costs about one-third or less of 6 people 1$46,441 - $77,401 - $123,841 - $185,761 -
what the people living there make, 253 0-$46,440 §77,400 $123,840 $185,760 $255,420
and is regulated so the rent can’t
go up dramatically over time. 4 4 i 2
The numbers on this chart reflect 0 550,000 $100,000 $150,000 $200,000
2022 AM| levels.
If your income fits in this chart, register for Housing Connect today so you can apply NYE ~oginc

for housing opportunities that are affordable for you: nyc.gov/housingconnect

Ooparmeer: o NEW YOO €YY
Houzing Prscryaiion  HOUSNG DIVELOPMENT
& Duewnlupumnt CORPORSTION
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Next Steps

 Bring remaining 5 condos into alignment with 2011/12 agreement and River & Warren

— Ritz condos must negotiate their 2022 reset promptly

Other 4 buildings may work with Authority now in shifting their first reset period to
these terms; otherwise can wait until closer to their next reset (priority 225 Rector

— 2024 reset)

* [nitiate discussions with other condos interested in negotiating based on the Authority’s

market-based framework
Issue new data request - confirm sublets, apartment mix and other info needed

BPCA calculates estimated ground rent and revise as needed based on relevant

iInformation
— BPCA negotiates with condo boards

» Develop ground rent relief program

Battery Park
City Authority
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